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In a final analysis of the problems and 
chaos facing today’s tax issues, the pivotal 
underlying factor is: the lack of a coherent and 
consistent set of guiding principles which enable 
governments to account for all sources and 
amounts of tax. This paper uses the 
environmental rent as a model to explain the 
basis of taxation and the justification of the 
source of tax revenue. Furthermore, the 
contribution theory is used to explain the basis 
of all tax collection in the hope of being able to 
provide a rationale to all types of taxation. The 
invoking of the contribution theory is to 
establish a reasonable and equitable rationale for 
taxation. The government taxes the people 
according to the relative conditions for financial 
activity the government provides or the 
government’s contribution to the management of 
the environment. Hence the people must 
reciprocate the benefits they derive from the 
environment. In addition to paying taxes 
according to the extent of government 
contribution, the extent of environmental 
disruption or improvement made by the people 
themselves should also be taken into account - 
by offering preferential taxes or tax exemption to 
those who have contributed to the maintenance 
of the environment or imposing an increase in tax 
for those who impact negatively on the society at 
large or cause destruction of the environment. 
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